The importance of industry effects is strongly supported by international business researchers. 1 In international business, industry effects are clearly confounded with country effects, as inherent country conditions favour some industries rather than others. 2 This question of international success has been addressed many times before but nearly all prior research has focussed on industry exports or industry productivity as the measures of international competitiveness. These measures are relevant but partial. Managers care more about total revenues, regardless of source, than they do about exports. Managers also care more about total profitability rather than just the productivity that contributes to profits. Also, while exports and productivity are of great interest to economists, management researchers have more interest in the question of the kinds of industries in which British management may provide an advantage.
Countries clearly differ in the mix of industries in which their companies excel. We believe that the home country effect comprises a mix of home country factors--such as the nature of demand (e.g., British liking for gambling) and supply (e.g., work force abilities as in creative industries)--and of history (e.g., British firms were the first to internationalise in a number of industries, following the Empire). Perhaps there is even a country management effect-through training, experience and preference. British managers may be more effective in finance-based industries or in creativity-based ones. We do not seek in this paper to test all these possible explanations of national differences in industry performance. But we do seek to identify, as a first step, the industries in which British companies excel. That will provide a starting point for understanding why and also provide some guidance to managers as to where to look for competitive advantage.
We conducted this study because previous work has examined national competitiveness from the viewpoint of the economy, especially the export performance of British companies. We have focussed, instead, on the international success of individual companies, based on their worldwide activities. This gives our study much more focus on the abilities of British companies rather than of the British economy.
DEFINITION OF INTERNATIONAL SUCCESS
In addressing the question of the industries in which British companies are the most successful internationally, we use two measures of success: global market share and the international share of revenues. We will categorise industries by the performance of British companies along these two dimensions. From this categorisation, we will also investigate the attractiveness of these industries in terms of profitability and growth.
In conceptual terms there are two metrics of most relevance for strategic decision making at firm level. Managers of the large British companies need to be competitive internationally. This is shown first by the global market share of their company in its relevant industry group (assuming away conglomerates and highly diversified firms, as has become the case over the last decade after British conglomerate failures). The second relevant metric is the degree of international sales. As British firms now need to compete with other firms in a deeply integrated European regional market, as well as in a flatter world economy, the degree of international revenues is a first indicator of success in international markets. By taking international sales at firm level we improve over earlier studies which only looked at a firm's exports. Indeed, we can capture the sales of a firm's foreign subsidiaries, as these are included in the metric for foreign revenues. Table 1 compares some alternative measures of international success at the country, industry and company levels.
[ Table 1 about here]
Global Market Share
Global market share provides a measure of relative competitive advantage and of company size relative to global competitors. Different researchers have used various measures of size, particularly revenues, assets, profits, and market capitalisation. We prefer revenues to profits or market capitalization as the former is a much more stable measure over time.
Revenues are also a better indicator of the extent of activities. For example, quite small firms can have very large market capitalisations. Furthermore, the latter is subject not only to large fluctuations but also to the underlying strength of national equity markets, in itself partly a function of investor fashion. We could also use assets, but this raises two problems. First, assets
can have a production rather than revenue generating role, and therefore does not relate well to global market share, which is our measure of international success or competitiveness. 3 Second, the value of assets depends on when they were created or acquired, leading to distortions from timing and hence weaker comparability across companies.
International Share of Revenues
Occasionally, a company with a large global market share may merely benefit from a large home market and derive the bulk of its revenues domestically. This is especially true of large US firms like Wal-Mart, rather than British firms which have a smaller home economy.
To be internationally successful, a company needs, by definition, to have significant international activities. The combination of large global market share and a large percentage of international revenues provides a strong measure of such international success. Hence, we also need to measure the percentage of revenues that are international. 4 We focus on total international revenues, which is the sum of foreign subsidiary revenues plus exports from the headquarters country. Looking at only exports has been the much more common measure of a company's international competitiveness. 5 We consider that a focus on exports has exacerbated the confounding of country, industry and firm effects. This is because the exports of a firm are, inherently, highly dependent on the home country, while worldwide performance depends on the entire network of countries in which the multinational enterprise (MNE) operates. With globalization, the competitiveness of firms has become increasingly separated from the competitiveness of their home countries. Indeed, one measure of firm success, now, is how well an MNE can escape the institutional structures of its home country.
Profitability
There are many different ways to measure profitability. Company success and performance are multidimensional and complex phenomena. Performance can mean many things to many different stakeholders. For example, shareholders pay most attention to total return to shareholders (TRS). Some groups of business researchers, especially those in finance, claim that TRS should be the sole criterion for performance. But researchers are now questioning the primacy of shareholder value, especially since the Internet-induced stock market bubble. 6 Furthermore, shareholder-based measures of performance may not work when we seek to distinguish between domestic and international performance, as TRS is a globally unitary measure that cannot be allocated geographically. As our base is global revenues, we will use as our measure net profits as a percentage of revenues. An attractive feature of our database is that it reports the geographical segment data for the worldwide earnings (net profits) of firms. Thus, we will use these net profits on geographically dispersed real assets (subsidiaries) as a metric for profitability.
Growth Rate
The key issue with growth rates is the relevant period over which to measure the growth. We used the three-year period of 2001 to 2003 for the measures of global market share and percentage international. Hence, we will use the same period to measure industry growth rate.
DATA
The data issues are of central importance. Hence, we summarise here the nature of the data we use, rather than leaving all discussion for the section on Research Methodology.
We use the Osiris data base, provided by Bureau van Dijk, which contains annual report data on 30,000 public companies (and 8,000 unlisted and delisted companies) from around the globe for up to 20 years. It covers more than 125 countries worldwide. Essentially this means coverage of nearly all the significant public companies in the world. A very useful aspect for our study is one of Osiris's systems for classifying companies into a dominant industry segment. The standard problem in analysing companies relative to industries is that traditional industry classification systems, especially the Standard Industrial Classification, provide a poor match with the activities of diversified companies, having been designed with industries, not companies, in mind. Osiris uses the Dow Jones Global Segmentation Industry Classification scheme, which assigns one dominant industry to each company (public ones only). The advantage of the Dow Jones system is that it was designed to achieve the best fit for the world's existing companies. Hence, the classifications work remarkably well for capturing the actual diversified patterns of most companies. So, although problems of classifying diversified companies can never be eliminated, the Dow Jones system of 89 defined industries seems to provide the lowest level of error. This allowed us to do large sample analysis of all the 1,884
public British companies listed in Osiris, among a set of 30,000 companies worldwide, without having to resort to hand adjustments for the industry mix of each company.
To reduce the effects of yearly fluctuations, we used the annual averages of the data for the three most recent years available, 2001 to 2003. This period began with the slowing of GDP growth worldwide and in the United Kingdom, followed by gradual recovery.
RESULTS
We find very interesting results both for global market share and international share of revenues, as well as for the profitability and growth rates of the industries. There are no public British companies left in this industry.
Global Market Share
[ Table 2 about here]
The industries can also be considered as comprising three groups. First, there are 25
industries each with an average British share above 10%. These could be considered "winner" industries, in which British firms have a share above the British all-industry average of 8.8%, and at 10% or more are clearly notable, even dominant, on a global scale. Second, there are 31 industries (26 th to 56 th ) with average shares between 2% and 10%. These might be considered "challenger" industries, in which British companies have significant but not dominant roles.
Third, there are 33 industries in which British companies average less than 2% share. These might be considered "loser" industries. Note that the terms "winner", "challenger" and "loser" refer to how British companies perform in these industries rather than to the industries themselves. Indeed, a "loser" industry for British companies is, by definition, also a "winner"
and a "challenger" for other countries. [ Table 3 about here] Table 3 ranks the industries in three columns: the first one shows the industries where the average F/T is over 50%, the second column those between 25% and 50%, and the third column those below 25%. These breaks of 50% and 25% are important natural ones. When a company goes over 50% F/T a fundamental shift in mindset occurs. It is no longer a British (or other national) company with some international activities. It is a multinational, or even global, company. The other break at 25% indicates that a company is halfway to the halfway mark, probably also an important psychological crossing point. As it happens, these breaks divide the industries into roughly equal thirds as far as British companies are concerned. We can see that the great majority (44 of 62 = 71%) of British industries have companies with their sales primarily at home (i.e., F/T of less than 50%).
International Share of Revenues
This ranking of industries uses all international revenues, which means combining exports with the revenues from foreign subsidiaries. Most other rankings about the international success of British industries or companies usually use just exports. Hence our list looks very different from these other export-based lists.
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Combining Global Market Share and International Share of Revenues
What is really interesting is to combine the rankings on global market share and F/T, as we do in Figure 1 . We can do this as the data show that there is no correlation between the two measures (see Table 7 There is a long standing debate about whether it is good or bad that most of the U.K.
economy has migrated to services, away from manufacturing. For a long time it was considered a sign of weakness that the U.K. economy did less and less manufacturing. 11 Our analysis focuses on the worldwide activities of British companies rather than just the U.K. economy. So So our data shows that a concentration on services by British companies provides some insulation from global competition. Some service industries are vulnerable to the offshoring of jobs, but our study focuses on revenues and where those are obtained rather than where the work is done. Nevertheless, the service businesses in the bottom row tend to be relatively low in the potential for offshored work, with the exception of Internet Services in cell C3. 15 [ Figure 2 about here]
It is also worth looking at where the largest British companies are located in this matrix. Winners." Only one, BT, falls into the "British as Losers" column, and only five into the "British as Challengers" column. Notable is that only 7 of the 32 place in the top row of "highly international." Indeed, exactly half fall in the "low international" row.
Profitability and Growth
Are the industries in which British companies are internationally successful also attractive ones? Table 4 Figure 1 , by adding the dimension of industry profitability ( Figure 3) and that of industry growth ( Figure 5 ).
[ Tables 4 and 5 (high global market share). Here all industries except one in each cell have either moderate or high profitability. Interestingly, the one industry, Diversified Technology, in cell B3 that was an exception in being product-based, is also the exception with low profitability. So these findings on the bottom row fit the earlier argument that it is good for British companies to be in service business that are low in internationalisation. Here we can add the rider that companies need at least a moderate global market share (2% or more) to enjoy good profits.
[ Figure 3 about here]
We further investigated the relationship between internationalisation and profitability by conducting a regression analysis (see Research Methodology for details). Figure 4 shows the resulting relationship. The observed U-shape relationship fits the standard theory in international business that profitability declines as companies begin to internationalise. 16 This arises from the difficulties of learning how to internationalise and usually indicates a reciprocal vulnerability to foreign competition coming into the home market. In our analysis this negative effect bottoms out at about 40% F/T, after which profitability starts to rise. From this point on, it seems that British companies in those industries have both learned how to operate internationally and indeed now dominate the global space in their industries. The prescription for managers seems pretty clear. Either stick to industries that are primarily domestic or choose industries that are highly international but in which you can also achieve at least a moderate level of global market share. Do not get "stuck in the middle" in industries that have middling levels of internationalisation (say 10% to 40% F/T) especially if you can achieve only a low global market share. Of course, a company can escape the fate of its industry, but it takes something special to do that, which is like rowing upstream.
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[ Figure 4 about here] [ Figure 5 about here]
IMPLICATIONS FOR INTERNATIONAL STRATEGY
We can infer from Figures 3 and 5 some possible implications for international strategy.
Increasing International Share of Revenues
Companies can try to move up the matrix by increasing the international share of revenues. Typically this means increasing international revenues faster than the rate of increase of domestic revenues (rather than actually reducing domestic revenues). As usual, a company can increase its revenues either by growing it or by buying it (through acquisitions).
Companies in the bottom row (industries with F/T below 25%) are probably in industries where internationalisation is difficult. For example, customer preferences may be very different across countries, products may be expensive to transport, services may have to be provided locally, governments may impose barriers to trade or foreign investment and so on. 18 Indeed, the industries in the bottom, Low International, row exhibit most of these characteristics. Hence, companies in these industries will, typically, find it hard to increase internationalisation through organic growth, but are more likely to have to resort to acquisition. 
Increasing Global Market Share
Companies can move to the right of the matrix, increasing global market share, using all the standard strategies for market share growth, especially by enhancing bases of competitive advantage. Internationalisation is one strategy that we can focus on here. A company with an established source of competitive advantage from its home or other existing country-markets often finds it easier to increase global market share by adding new countries rather than by trying to increase share in existing countries. Many of the companies in the industries in the "winner" industry column, especially those in the "highly" and "moderately" international rows expanded their global share by going international. Vodafone in cell A3 (high share and highly international) provides a recent prime example of an internationalisation strategy via acquisition (e.g., of Germany's Mannesmann). As a result Vodafone is now the world's largest wireless communications company.
Improving "Par" Performance
All the industry data we have presented constitute averages across companies. By definition, many companies will be above or below average in terms of their global market share or their international share of revenues. Managers can view the industry averages as the "par" scores for their industry. 19 They can then investigate why their firm is above or below par. There is much to learn from other companies, in the same industry, that have higher global market shares and greater internationalisation. Conversely, companies that are above par need to understand why they are where they are, and seek to preserve the factors that got them to their current favourable positions.
Improving Profitability and Growth
Managers can also use our data on industry profitability and growth as further indicators of par performance. Those below their industry par can set targets for improvement, using the standard techniques to boost profits or growth.
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Should and Can Companies Make Strategic Changes?
We have suggested above a number of strategic changes that companies might seek to make. In an increasingly globalized world the long term success of companies depends on their being able to maintain their international competitiveness, especially if they operate in industries that lack insulation from global competition. The two measures we have applied in from industry protections and be defensible. If below average, the company is likely to be more vulnerable than its industry to global competition, and may well need to make strategic changes to achieve greater international success.
There is now an extensive debate as to how easy it is for companies to change their positions and strategies, and which strategic renewal journey they should employ. 21 That debate is well beyond the scope of this article. Nevertheless, making such changes is certainly the responsibility of top managers. Recent research suggests that strategic transformation is hard, but doable if approached in the right way.
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CONTRIBUTIONS AND LIMITATIONS
The key conceptual contribution of this article is to argue that the international success of companies needs to take account of the entire worldwide activities of the company and not just its exports from its home country. Hence, we are further supporting the view that increasingly a company's prospects can be separated from that of its home country. On the other hand, we also recognise that there are strong country effects, especially as these affect which are the industries in which a country's companies are more likely to be internationally successful. We demonstrate that industries can be divided into those in which a country's companies can be winners, challengers, or losers in terms of global market shares. We also demonstrate that the international success of companies is best measured by the combination of global market share and international share of revenues. Neither is sufficient on its own. The matrix we have developed, combining these two measures, provides a new way to think about how to compare companies and industries in terms of international success.
Empirically, our study is the first to calculate global market share based on worldwide revenues (including subsidiary sales), instead of exports, as a basis for the international competitiveness of British companies. We have, on the other axis, added the dimension of the international share of revenues. We apply these new international metrics to British industries and also to a set of the largest British multinational enterprises, and examine their positioning and performance. Our findings provide new insight into the international success of British companies, with clear implications for international strategy, as discussed in the preceding section on "Implications for International Strategy". Our methodology can be replicated by other researchers for other countries, using the same data base. That would yield very interesting comparisons.
This study has some limitations inherent in the data. These are discussed at greater length in our Appendix on Research Methodology, and relate particularly to issues of industry classification. Thus, our findings should be viewed as indicative rather than definitive.
APPENDIX RESEARCH METHODOLOGY i. Data Issues
We needed to calculate global market share. But such market share data are not available from secondary sources. Hence, we used worldwide company sales, from annual (Table 5 ). In general, the classifications are similar, except that the Dow Jones ones are generally a bit broader. Hence, there is less of a problem from company diversification as the Dow Jones classifications cover more of each company's activities.
[ Table 6 On the third challenge of the absence of private companies, possible biases vary by industry. Fortunately, private companies play a relatively small role among British companies, in contrast to European Continental companies. The recent rise of private equity firms as owners of previously public companies will make this problem more of a challenge in the future. Table 7 reports a close to zero correlation between our two key metrics, thus providing the rationale to construct the orthogonal axes of the matrix shown as Table 3 .
[ Table 7 about here]
ii. Regression Analysis
We conducted a regression analysis of the effect of an industry's internationalisation on its profitability, the latter measured by net income divided by operating revenues (or return on sales). In line with previous research, the key explanatory variable we used was the extent of company internationalisation in each industry (measured as a ratio of foreign to total sales, F/T). 24 We also controlled for a number of other factors which have been shown to have a significant effect on firm profitability. We have included the industry's profitability (Industry World Return on Sales) as a control as other studies have found this to be important. 25 In particular, using industry profitability establishes a base level so that we can look at the incremental effect of the F/T ratio on the profitability of individual British companies.
Firm size has long been considered a major determinant of firm profitability by international business scholars. 26 Some point to potential non-linearities in the relationship:
larger firms typically benefit from economies of scale and scope, 27 while very large firms may become rigid and very inert. 28 Other factors, which have been shown to constitute a basis for competitive advantage and significantly affect MNEs' performance, include: R&D intensity, advertising intensity, and financial structure 29 . The degree of product diversification has also been found to influence the profitability of multinational companies. 30 We used the same Osiris database as in the other analyses in this study. Our sample consists of the 62 industries for which we were able to calculate an average foreign to total sales ratio for U.K. companies.
We found a significant U-shape relationship between profitability and international share of revenues (F/T), after controlling for the effects of global market share of UK companies, industry world growth rate, industry world profitability, and sector effect (product or service). Out of the control variables, only industry profitability was found to be a highly significant determinant of profitability of UK companies, followed by a much less significant effect of the industry growth rate (interestingly the relationship is negative). At the same time, neither global market share nor sector affiliation were found to be significant in this analysis (see Table 8 ).
[ Table 8 about here]
TABLE 1 Alternative Measures of International Success
COUNTRY LEVEL Exports (or net of imports) as % of GNP
Measures the entire economy and includes export activities of locally-based subsidiaries of foreign companies. Hence, it is not a good measure of the success of domestic companies, e.g., Ireland has very strong export performance but mostly by locally-based foreign companies. Also, it is hard to compare the export activities (or other local aspects of performance) of domestic and foreign companies as each depends on the worldwide business systems of the companies, e.g., the performance of Toyota's UK subsidiary depends a great deal on products developed in Japan even though much of the production is in the UK.
INDUSTRY LEVEL Exports (or net of imports) as % of industry
Same arguments apply as for the country level
COMPANY LEVEL Exports as % of revenues
Measures primarily the performance of the domestic part of the company, and depends a great deal on domestic country factors. Global market share Provides measure of competitive and achieved position relative to all global competitors. Has advantage of capturing the performance of the entire company, not just the domestic portion. Has drawback of favouring companies based in larger economies when comparing across countries, or favouring companies in categories with above (global) average usage or consumption rates when comparing within countries (e.g., gambling has higher usage rate in UK than in most other countries compared with cosmetics). 
